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INTERNATIONAL TRADE AND MONETARY SYSTEMS 

SECTO 28 

DEPT PLEASE PASS ALL ARA DIPLOMATIC POSTS 

1. FONMIN VIGNES ( ARGENTINA) SPOKESMAN FOR LA WORKING 
GROUP: 

A. SECRETARY KISSINGER HAS PROVEN HIS INTEREST IN 
CHANGING THE STATUS QUO OF INTERNATIONAL TRADE AND 
MONETARY SYSTEMS, AND LA APPLAUDS THIS INTEREST. 
PROBLEMS SHOULD BE LOOKED AT FROM STANDPOINT MTN AND 
GATT, NEED FOR GENERALIZED PREFERENCES, AND TRADE NEG- 
OTIATIONS WITHIN INTER- AMERICAN FRAMEWORK. LA FEELING 
IS THAT SECRETARY KISSINGER MIGHT HAVE BEEN TOO 
OPTIMISTIC IN HIS CONSIDERATION OF THE COMMON INTERESTS 
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OF US AND LA WITHIN MTN/GATT FRAMEWORK. LA SHOULD NOT 
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ACCEPT THIS CONCEPT OF COMMON INTERESTS AS GIVEN, BUT 
ON OTHER HAND LA DOES WANT TO HELP IN SEEKING OUT 
THESE COMMON INTERESTS. 

B. CONCEPT OF "CONSULTATION" MENTIONED BY 
SECRETARY KISSINGER FEB. 21 IS NOT NEW, BUT HAS LONG 
HISTORY IN HEMISPHERE CONTEXT. IMPORTANT THING IS 
TO SEEK CLEAR IDEA OF WHAT MUTUAL INTERESTS ARE. 

I AM PREOCCUPIED AT SECRETARY’S UNQUALIFIED USE 
OF WORK "RECIPROCITY" IN FEB. 21 REMARKS. THE CURRENT 
FEELING IS THAT LDC'S SHOULD GET SPECIAL TREATMENT 
IN WORLD TRADE, NOT IUST RECIPROCITY. THERE SHOULD 
BE A CONCEPT OF "NON-RECIPROCITY ”, TO MEAN THAT 
DC S WOULD GIVE SPECIAL TREATMENT TO LDC'S IN SUCH 
QUESTIONS AS GENERALIZED TRADE PREFERENCES, NON- 
TARIFF BARRIERS TO TRADE, AND THE INCORPORATION OF 
NEW RULES IN DC’S SAFEGUARDS TO BENEFIT LDC'S. 

LA WANTS SECRETARY KISSINGER TO BE MORE SPECIFIC 
ON MTN AGREEMENTS INVOLVING LA INTERESTS. DECLARA- 
TION OF TOKYO CALLED FOR SPECIAL PREFERENCES FOR 
LDC'S: DOES US AFFIRM ITS SUPPORT FOR THIS DECLARA- 
TION? IN THIS REGARD LA NOTES SECRETARY KISSINGER 
DID NOT PROMISE THAT US WOULD SUPPORT SPECIAL LA 
INITIATIVES. 

C. SECRETARY KISSINGER, IN ENCOURAGING GREATER LA 
PARTICIPATION IN GATT SEEMED TO FORGET THAT MANY LA 
COUNTRIES ARE ALREADY ACTIVE IN GATT. 

D. LA NOTES THAT PRESIDENT NIXON'S TRADE BILL 

MAY BE APPROVED SOON BY US CONGRESS AND HOPES THAT 
THIS WILL PROVE TO BE CASE. I URGE THAT MAJOR LA 
EXPORT ITEMS BE PUT ON PREFERENCE LISTS, AND THAT 
PREFERENCE NOT BE DENIED TO KEY LA EXPORTS. 

E. LA FEELS SCCN MUST BE RESTRUCTURED AND 
BETTER UTILIZED. 

F. LA RECOMMENDS THAT US ELIMINATE UNJUSTIFIED 
RESTRICTIONS ON IMPORT OF ITEMS OF SPECIFIC INTERESTS 
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TO LA, INCLUDING MINERALS AND RAW MATERIALS. LA 
AWAITS SECRETARY KISSINGER'S ELUCIDATION OF SPECIFIC 
DETAILS ON WHAT ACTIONS US WILL TAKE, AND HOPES THAT 
THESE SPECIFICS WILL BE ANNOUNCED A THE MARCH 
MEETING IN QUITO. 


G. LA IS CONCERNED ABOUT $1.8 BILLION TRADE DEFICIT 
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WITH US, AND WONDERS WHAT CAN BE DONE ABOUT THIS. LA 
NOTES THAT NEW TRADE BILL WILL GIVE US ADMINISTRATION 
BROAD POWERS TO HELP LA, AND HOPES THESE POWERS WILL 
BE UTILIZED. 

H. LA IS GLAD THAT SECRETARY KISSINGER RECOGNIZES 
THE NEED FOR CHANGE AND AGREES WITH HIM THAT NO 
MINORITY INTEREST GROUP SHOULD SUCCESSFULLY RESIST 
NEEDED CHANGE. 

I. LA NOTES BRIEF MENTION BY THE SECRETARY OF THE 
QUESTION OF MONETARY REFORM. AND BELIEVES THAT ANY 
RESTRUCTURING OF THE MONETARY SYSTEM SHOULD INCLUDE 
PROVISION FOR THE TRANSFER OF RESOURCES TO THE LDC'S, 

PROVIDE GREATER LDC ACCESS TO CAPITAL MARKETS, AND 
IMPROVE THE INTERNATIONAL LIQUIDITY POSITION OF 
LDC'S. IN SUMMARY LA CALLS FOR A "NEW INTER- 
NATIONAL MONETARY ORDER" IN WHICH A RESTRUCTURING 
OF THE INTERNATIONAL MONETARY SYSTEMS IS COUPLED 
WITH AID FOR LDC'S AND SPECIAL PREFERENCES FOR 

THEM IN THE FIELD OF FOREIGN TRADE. LA WORKING GROUP FELT 
THE NEED TO MAKE THE ABOVE VERY FRANK PRESENTATION SO THAT 
PROBLEMS RAISED COULD BE SOLVED. 

2. SECRETARY KISSINGER: REMARKS BY ARGENTINE 
FOREIGN MINISTER WERE THOUGHTFUL AND WENT TO THE 
HEART OF TOPIC UNDER DISCUSSION. US WILL CERTAINLY 
GIVE IMPORTANT CONSIDERATION TO THESE REMARKS. 

OBVIOUSLY MANY SPECIFIC ANSWERS CAN COME ONLY AS 
OUR DIALOGUE PROGRESSES - IN THE PROCESS OF OUR 
ONGOING CONSULTATIONS - BUT HERE ARE A FEW GENERAL 
REPLIES: 
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A. WITH RESPECT TO THE GATT OUR COLLEAGUES 

HAVE ASKED US HOW WIDE IS THE COMMUNITY OF INTERESTS 

WHICH LINKS THE US AND LA. THIS REMAINS TO BE SEEN, 

BUT WE CERTAINLY BELIEVE THAT THERE IS SUCH A 

COMMUNITY OF INTERESTS IN THE FIELD OF AGRICULTURE. THERE 

IS THE QUESTION OF THE ACCESS OF THE HEMISPHERE’S AGRICULTURAL 

GOODS TO THE EC. THERE IS THE QUESTION OF THE DEVELOPMENT 

OF A GOOD MULTILATERAL SAFEGUARD SYSTEM WHICH WILL PROTECT THE 

INTERESTS OF DC'S AND LDC'S ALIKE. IT IS TRUE, AS 

FOREIGN MINISTER VIGNES SAID, THAT THE CONCEPT OF 

CONSULTATION IS NOW NEW, AND OF COURSE MANY LA 

COUNTRIES PARTICIPATE IN THE GATT. OUR POINT WAS 

SOMEWHAT DIFFERENT. WE ARE PREPARED TO TAKE CON 

CERTED ACTION TO ADJUST OUR MTN POSITIONS IN THE LIGHT OF 

PRIOR LA CONSULTATIONS. IN THE PAST, SOME HAVE ARGUED 
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THAT THE US SHOULD ENGAGE IN MTN WITHOUT TAKING INTO 
ACCOUNT REGIONAL INTERESTS. I BELIEVE THAT US 
SHOULD TAKE THESE INTERESTS INTO ACCOUNT, FOR 
THE ESSENCE OF A REGIONAL SYSTEM IS BY DEFINITION 
JUST THIS - THAT WE WILL GIVE THE "SPECIAL COMMUNITY" 

A SPECIAL CONSIDERATION OF ITS PROBLEMS. WE WILL IN 
FACT ADJUST OUR OWN POSITIONS WHEN WE CAN TO MEET 
REQUIREMENTS OF LA. 

B. THIS BRINGS US TO THE QUESTION OF LA CONCERN 
REGARDING THE DEFINITIION OF "RECIPROCITY". IT IS 
TRUE THAT UNDER A STRICT SYSTEM OF RECIPROCITY IN 
ITS COMMERCIAL SENSE NO SPECIAL PREFERENCE WOULD 
BE GIVEN TO THE COUNTRIES OF THE DEVELOPING WORLD. 
THIS IS NOT WHAT WE MEANT WHEN WE REFERRED TO 
"RECIPROCITY". THE US RECOGNIZES THAT LA HAS 
SPECIAL REQUIREMENTS IN THE AREA OF WORLD 
TRADE AND WE DESIRE TO GIVE YOU SPECIAL CONSIDERATION. 
ON THE OTHER HAND, WE HOPE THAT YOU WILL BEAR IN 
MIND CONSIDERATIONS AFFECTING THE US POSITION IN CER- 
TAIN MTN MATTERS. IN SHORT, WHILE WE ARE PREPARED 
TO GIVE LA SPECIAL CONSIDERATION, WE EXPECT IN 
RETURN THE SAME CONSIDERATION ON LA'S PART VIS-A- 
VIS THE WORLDWIDE MTN. I HAVE MENTIONED THE 
QUESTION OF THE ACCESS OF HEMISPHERE AGRICULTURAL 
PRODUCTS TO THE EC AS ONE OBVIOUS EXAMPLE OF 
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CONFIDENTIAL FINAL SECTION OF 2 MEXICO 1639 
SECTO 28 

C. WE SHARE THE HOPE EXPRESSED BY YOU THAT 
CONGRESS WILL GIVE EARLY AND FAVORABLE CONSIDERA- 
TION TO THE PRESIDENT'S TRADE BILL. ONCE THIS BILL 

IS PASSED WE WILL BE ABLE TO GIVE SPECIAL CONSIDERA- 
TION TO LA REQUESTS FOR THE INCLUSION OF SPECIFIC 
ITEMS ON OUR GENERALIZED TARIFF PREFERENCE LISTS. 

D. THERE ARE MANY ASPECTS OF US-LATIN RELATIONS 
WHICH I DID NOT MENTION IN MY EARLIER REMARKS BECAUSE 

1 HAD NO WISH TO BE REPETITIVE. FOR EXAMPLE I DID 

NOT MENTION OUR "STANDSTILL" COMMITMENT TO LATIN AMERICA BUT 
I HEREBY REAFFIRM THIS COMMITMENT. AND WISH TO MAKE 
IT CLEAR THAT WE HAVE CERTAINLY NOT ABANDONED 
THOSE COMMITMENTS WHICH WE DID NOT HAPPEN TO 
MENTION IN OUR EARLIER REMARKS. OUR PRIOR COMMIT- 
MENTS TO THE HEMISPHERE CONTINUE IN FULL FORCE. 

E. WITH RESPECT TO THE REMARKS ON THE RESTRUCTURING 
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OF THE INTERNATIONAL MONETARY SYSTEM IT SHOULD BE MADE 
CLEAR THAT, IN THE US VIEW, IT IS NOT WISE TO LINK 
SDR’S WITH RESOURCE TRANSFERS. WE SEE SDR'S AS 
PROVIDING NEEDED LIQUIDITY IN INTERNATIONAL TRANS- 
ACTIONS, AND WE FEAR THAT CONFIDENCE IN THE SDR S 
MIGHT BE WEAKENED IF AN SDR-AID LINK IS CREATED. ALSO, 

SOME MEMBERS OF THE US CONGRESS MIGHT LOOK ON SUCH A 
LINK AS A BACKDOOR ROUTE TO FOREIGN AID. IT SHOULD BE 
STRESSED THAT WE DO SUPPORT PLACING ON THE COMMITTEE 
OF TWENTY AGENDA THE QUESTION OF RESOURCE TRANSFER 
FROM THE DC S TO THE LDCS. THE PROBLEM WE FACE HERE 
IS THAT OF FINDING PRACTICAL WAYS TO WORK THIS OUT. 

F. AN EARLIER SPEAKER COMMENTED ON THE US TRADE 
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SURPLUS IN 1973. IT IS TRUE THAT WE HAD SUCH A SURPLUS. 
BUT IN MY VIEW THAT SHOULD BE SEEN AS A POSITIVE SIGN 
IN LA, SINCE IT HELPS US TO TRANSFER RESOURCES TO YOU. 
AND. WHILE WE DID HAVE A TRADE SURPLUS LAST YEAR, 
PROSPECTS FOR 1974 ARE DIMMED BY THE INCREASED COSTS 
OF IMPORTED PEETROLEUM. 

G. GOING BACK FOR A MOMENT TO THE PRESIDENT'S 
TRADE BILL I SHOULD MENTION A SPECIFIC PROBLEM AREA 
WHICH WE ARE TRYING TO OVERCOME. SOME MEMBERS OF 
CONGRESS ARE ATTEMPTING TO AMEND THE BILL SO AS TO 
DENY MFN TO COMMUNIST COUNTRIES. IF THESE RESTRICTIONS 
ARE EXTREME, A VETO BECOMES A POSSIBILITY. WE HOPE IT 
WON'T HAPPEN. BUT YOU SHOULD KNOW THAT THE DANGER 
EXISTS. WE ARE IN CONTACT WITH THESE CONGRESSMEN 
AND WE HOPE TO WORK OUT A COMPROMISE ON THIS MATTER 
BEFORE THE TRADE BILL COMES TO A VOTE, POSSIBLY IN 
LATE SPRING. I WANT TO EMPHASIZE THAT THE 
EXTENT TO WHICH WE ARE ABLE TO ESTABLISH CLOSE RE- 
LATIONSHIPS WILL DETERMINE THE EXTENT OF THE CONCRETE 
MEASURES WHICH WE TAKE TO HELP EACH OTHER. THEREFORE 
WE SHOULD BEGIN TO ESTABLISH THIS SPECIAL RELATIONSHIP 
ON A BROAD BASIS RATHER THAN SEEKING FROM EACH OTHER 
AT THIS TIME SOME SPECIFIC CONCESSION. I HOPE THAT 
THIS CONFERENCE WILL NOT END JUST WITH A DECLARATION, 
BUT WITH A DECISION TO ESTABLISH AND STRENGTHEN A 
SPECIAL RELATIONSHIP. 
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3. FORMIN BARBOZA (BRAZIL): I THANK YOU, FOREIGN 
MINISTER VIGNES AND SECRETARY KISSINGER, AND HAVE ONLY 
ONE POINT TO ADD. WHEN WE SPEAK OF ' RECIPROCITY" 

IT IS TERRIBLY IMPORTANT TO KNOW EXACTLY WHAT WE MEAN. 

THE TOKYO DECLARATION CERTAINLY FAVORS SPECIAL TREATMENT 
FOR LDC'S, AND LA COUNTRIES WITHIN THE MTN FRAMEWORK 
ARE SEEKING SUCH TREATMENT. WITHIN THE GATT WE WANT 
NOT ONLY DO DISPEL THE DANGER OF DC PROTECTIONISM, 

BUT ALSO TO SEEK ADDITIONAL ADVANTAGES IN WORLD TRADE. 

I APOLOGIZE FOR HAVING SPOKEN AT SUCH LENGTH ON THIS 
ONE POINT BUT I FEEL IT TO BE OF CRITICAL IMPORTANCE. 

4. SECRETARY KISSINGER: THE REMARKS FROM THE FOREIGN 
MINISTERS OF ARGENTINA AND BRAZIL GO THE HEART OF 
THE PROBLEM. THE REPLIES WHICH WE MAKE CAN’T BE 
PRECISE AND SPECIFIC IN EVERY CASE AT THIS TIME, BUT 

I WOULD LIKE TO MAKE THESE POINTS: 

A. I ENVISION OUR SPECIAL RELATIONSHIP AS 
CONSISTING IN PART OF PRIOR LA-US CONSULTATIONS, 
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FOLLOWED BY A SPIRIT OF COOPERATION IN MTN’S THEMSELVES. 
OUR PRIOR CONSULTATIONS ARE THEN IMPLEMENTED WITHIN 
THE MTN FRAMEWORK. BOTH THE US AND LA WILL HAVE TO 
REMEMBER THAT BOTH SIDES MUST MAKE SPECIAL EFFORTS TO 
UNDERSTAND AND ACCOMMODATE EACH OTHER S POSITIONS. 

WE BELIEVE IN PREFERENCES FOR ALL LDC'S, AND ADVOCATE 
THAT THE LEAST DEVELOPED COUNTRIES RECEIVE MORE 
PREFERENTIAL TREATMENT THAN OTHER LDC'S. 

B. BUT THE REAL ISSUE, TO MY MIND, IS WHETHER OUR 
COUNTRIES IN THE WESTERN HEMISPHERE CAN DEVELOP A 
FEELING OF SPECIAL FRIENDSHIP. I BELIEVE THAT WE CAN 
DEVELOP THIS FRF, I .TNG. IF I AM WRONG, THEN NO PROGRESS 
WILL BE MADE, BUT IF I AM RIGHT, THEN MUCH CAN BE 
ACCOMPLISHED. 

5. FORMIN VAZQUES CARRIZOS (COLOMBIA): I AM PLEASED 
THAT SECRETARY KISSINGE WENT INTO SOME DETAIL 
REGARDING THE QUESTION OF INTERNATIONAL TRADE. IN THE 
PAST, US DELEGATES AT MEETINGS OF THIS SORT SEEMED 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 04 MEXICO 01639 02 OF 02 232140Z 

AFRAID EVEN TO MENTION "TRADE," APPARENTLY FOR FEAR 
THAT SPECIAL CONCESSIONS WOULD BE ASKED OF THEM. I 
WAS GLAD THAT THE FOREIGN MINISTER OF BRAZIL RAISED THE 
INTERESTING QUESTION OF RECIPROCITY. IT WAS 
IMPORTANT THAT THE ARGENTINE FOREIGN MINISTER 
ASKED SECRETARY KISSINGER TO DEFINE OUR COMMON 
INTERESTS. I WONDER WHETHER THE US IS DISPOSED TO 
AFFIRM THAT THE US AND LA SHARE COMMON INTERESTS, 

PERHAPS IN THE DECLARATION HERE, OR WILL IT WANT TO 
PUT OFF THE QUESTION? I AM ALSO INTERESTED IN 
SECRETARY KISSINGER'S CONCEPT OF SPECIAL PRIOR 
CONSULTATION. HOW WILL THIS BE DONE? THROUGH INTER- 
AMERICAN ORGANIZATIONS OF WHICH WE ARE SKEPTICAL? 

I WOULD SUGGEST A SPECIAL NEW MECHANISM OF LA-US 
PRE-MTN NEGOTIATIONS. 

6. SECRETARY KISSINGER: THE COLOMBIAN FOREIGN MINISTER 
WONDERED WHETHER THE US IS WILLING TO AFFIRM THAT 
THERE IS A COMMUNITY OF INTERESTS BETWEEN THE US AND 
LA. THE ANSWER IS YES. THERE ARE SEVERAL POSSIBLE WAYS IN 
WHICH WE COULD CARRY OUT OUR SPECIAL PRIOR 
CONSULTATIONS. FOR EXAMPLE, I HAVE ALREADY SAID 

THAT I AM PREPARED TO SEND AMBASSADOR EBERLE AND 
AMBASSADOR MALMGREN TO LA TO DISCUSS FORTHCOMING MTN 
AND GATT MATTERS WITH THEIR COLLEAGUES IN THE HEMISPHERE. 
FURTHER, WE ARE PREPARED TO BEGIN IMMEDIATELY TO 
DISCUSS FURTHER WAYS IN WHICH SPECIAL LA-US CONSULTATIONS 
CAN BE UNDERTAKEN. 
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7. FORMIN DE LA FLOR VALLE (PERU): IN THENEW 
TRADE BILL I UNDERSTAND THAT THERE WILL BE A 
PROVISION ALLOWING FOR THE SUSPENSION OF TRADE 
PREFERENCES TO COUNTRIES IN THE CASE OF EXPROPRIATION. 

8. SECRETARY KISSINGER: SUCH A PROVISION EXISTS BUT 
ITS APPLICATION IS DISCRETIONARY. IN THE SPIRIT OF 
COOPERATION WHICH WE ARE NOW WORKING TO CREATE, THE 
US WOULD BE PREPARED TO STRETCH ITS DISCRETIONARY 
AUTHORITY AS FAR AS IT CAN. THAT IS, IN MAKING OUR 
DECISION WE WOULD TAKE FULLY INTO ACCOUNT OUR SPECIAL 
RELATIONSHIP WITH LA. 
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OM CHAIRMAN (FORMIN RABASA/MEXICO): I WISH TO 
THANK THIS MORNING'S PARTICIPANTS FOR THEIR FRANK AND 
CORDIAL REMARKS. THIS WAS AN EXCELLENT SESSION. 

IT WILL CONTINUE AFTER LUNCH. KISSINGER 

NOTE BY OCT: NOT PASSED ALL ARA POSTS. 
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